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THE PUBLIC DEBT OF NEW ZEALAND 


The most striking fact connected with the financial affairs of 
New Zealand and the Australian states is the enormous size of 
their public debts. The net public debt of New South Wales 
per head of the population is £54 ($262); that of Victoria is 
£42 ($204); and the net debt of New Zealand is £63,524,961 
($308,000,000), or £64, 16s ($314) per head of the total popula- 
tion.’ Compared with these figures the debts of most of the 
other countries of the world are very small. The net debt of 
the United States, on July 1, 1907, was only $878,596,755 
(£180,000,000), or about $10 (£2) per head. If the debt of the 
United States were relatively as great as that of New Zealand 
it would amount to about $26,000,000,000 (£5,000,000,000). 
Canada has a debt per head of about $42 (£8) ; Great Britain, 
$80 (£16, 12s.) ; France, $145 (£30).? 

But a mere comparison of per-capita debts of various coun- 
tries gives a very inadequate idea of the real burden of debt 
which they have to bear, and is by no means fair to Australia 
and New Zealand. The debts of European countries have been 
for the most part incurred in time of war, for necessary but un- 
productive expenditure, whereas a very large part of the New 
Zealand and Australian debts has been contracted for the build- 
ing of railways and other productive or semi-productive invest- 

* Year-Book, 1908, p. 573. 

* Statesman’s Year-Book, 1908. 
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ments. The following analysis of the gross public debt of New 
Zealand, as it stood on March 31, 1908, at a total of £66,453,897, 
shows approximately the amounts raised or voted under various 
heads. 


(a) Services— 
Railways . . . . $21,271,000 
Lands, improvements ‘(roads ‘and bridges) bo -% 6,092,000 
Public works and — he ma 4,771,000 
Immigration. . . , * w en % 2,435,000 
Meomwar 2. 2. 6 ee ew tt we 2,360,000 
Land-purchases . . . . . .... . 2,247,000 
Pe Ss «x 6 Se + ee ee 1,947,000 
Telegraphs . ~@¢ & & & B® % I 196,000 
Goldfields and coal-mines . . . . . . 815,000 
Lighthouses and harbors . . .... . 543,000 
State coal-mines . . ome se * & & ‘a 100,000 
Tourist and health resorts ck Se we kw 99,000 
Scenery-preservation . . . . ... . 30,000 
State fireimsurance . . . ...... 2,000 


(6) Investments— 
Purchase of land forsettlements . . . . . 5,890,000 
Advances tosettlers. . . . . . ... 4,110,000 
Loans to local bodies . . . . * ~ 2,881,000 
Bank of New Zealand preference shares... 500,000 
New Zealand Consols . . . .... . 478,000 
Advances to workers. . . . . ... . 205,000 
Reserve-fund securities . . . . ... . 800,000 


Other— 
Deficiencies in revenue, charges and expenses of 
raising loans, provincial liabilities, and miscel- 
laneous expenditure . . . ... . 7,681,000 


Of the gross debt, as shown here, about £14,864,000 repre- 
sents investments that are directly productive, from which the 
full amount of interest is recovered, and which, therefore, are no 
burden on the taxpayers. To this amount may be added the 
railway debt of £21,271,000; for, although the railways do not 
earn the full interest upon their capital cost of £26,735,140, they 
do earn interest on the railway debt, if we waive the contention 
of many critics that there ought to be an allowance for deprecia- 
tion, or that part, at least, of “additions to open lines” should be 
charged to revenue. Of the remaining debt, perhaps £3,000,000 
may be regarded as directly productive, since the Post and Tele- 
graph Department earned, in the year 1907-8, a net revenue of 
£113,000 which was available for interest payments, if we ignore 
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a large sum spent every year on the upkeep of public buildings.* 
To this should further be added the accumulated sinking fund, 
amounting to £2,928,936. There is, then, a total of about 
£42,000,000 of directly productive assets, leaving a net debt of 
about £24,000,000 ($120,000,000), or £24 ($120) per capita, 
the interest on which must be paid out of taxes. 

This is still a very large debt, involving an annual expendi- 
ture for interest of about £800,000 ($4,000,000) ; but much of 
the money was borrowed for roads and bridges and other public 
works, which, although not directly productive of revenue, have 
greatly furthered the development of the country. Against the 
net debt the government has a large asset in the crown lands, 
valued at £18,919,000, but derives from them no contribution 
to the annual burden of interest, for the territorial revenue is 
exceeded by the territorial expenditure. The public domain 
would yield a net revenue, were it not for certain payments to 
local bodies, amounting to £134,285 in the year 1907-8. Un- 
fortunately, too, the proceeds of land sales are turned into the 
Consolidated Fund as ordinary revenue and spent from year to 
year, although some of the land has been bought from the Maoris 
with borrowed money. The public domain, then, is a vanishing 
asset, while the public debt goes on increasing and there is no 
provision for ultimate payment. 

But the greatest asset that a country can have is a large and 
prosperous population, and, since the power to tax is unlimited, 
it matters little whether the government has a public domain 
yielding rent, or a rich territory in private hands paying taxes. 
Certainly, the net debt is small in comparison with the total 
private wealth of the Dominion, which in 1906 was estimated at 
£304,654,000, being £335 ($1,628) per head of the total popu- 
lation—a greater per-capita wealth than that of any other coun- 
try in the world, although the per-capita wealth of the northern 
states of the Union is probably greater than this. Many people 
in New Zealand, however, both rich and poor, are heavily in 
debt. On March 31, 1907, the amount of loans secured by 


* Annual Report of the Post and Telegraph Department, 1908. 
* Year-Book, 1908, p. 304. 
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mortgage was £59,097,070. The local governing bodies, too, 
have a gross debt of £12,547,435. The people of New Zealand, 
in both their public and their private capacity, are heavy borrow- 
ers; but their assets greatly exceed their liabilities, and, unless 
a period of crisis and liquidation should come, they will have 
no serious trouble in meeting all their obligations and securing 
the profits that come to the judicious borrower in a time of rising 
prices. 

In so far as the burden of debt is concerned, the financial 
condition is much better than it was in 1870, when Sir Julius 
Vogel promulgated his celebrated public-works policy. At that 
time the public debt was only about £8,000,000, but the popula- 
tion was only 250,000 and the people were by no means so pros- 
perous as they are to-day. Moreover, there were practically no 
productive assets, a large part of the debt having been incurred 
for carrying on the Maori war, for roads and for other ex- 
penditure not directly productive of revenue. The net debt at 
that ‘time may be taken at about £32 ($160) per capita, as com- 
pared with £24 ($120) at the present time. Also, the burden of 
interest was relatively greater in 1870, when the government 
borrowed at about 5 per cent., than it is now, when about 4 per 
cent. is paid. Then the annual burden of interest was about 
£1,12s. ($8) per head; now it is about £1 ($5). 

The government was in a bad way in 1870, but the approach- 
ing crisis was probably averted or postponed by the daring, not 
to say reckless, immigration and public-works policy of Vogel. 
For the next eight or nine years the colony lived on borrowed 
money. The public debt rose to £24,000,000, private borrowing 
was on a still larger scale, and there was a tremendous boom in 
land values, while the price of wool was slowly falling. Then 
came the crisis of 1879, the most disastrous that New Zealand 
has known. Reeves says: “The boom broke amid much suffer- 
ing and repentance. In some districts three-fourths of the 
prominent colonists were ruined.”> Mr. Reeves also says: “It 
was not the public borrowing of the colony, but the private debts 
of the colonists, which, following the extraordinary fall in the 

® New Zealand, “The Story of Empire Series.” p. 150. 
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prices of their raw products between 1873 and 1895, plunged so 
many thousands into disaster.”* But it is not possible to dis- 
tinguish in this way between public and private borrowing when 
both were carried on on so large a scale. The period was a time 
of excessive borrowing and inflation and the crisis was the 
natural result. 

The next twelve years (1879-91) were a period of liquida- 
tion, economy, and slow but steady growth and recuperation. 
The statesmen of this time, like Sir Harry Atkinson and Sir 
Robert Stout, forced to a policy of prosaic economy, get little 
credit for the good work which they accomplished. Seddon was 
fond of calling it the “soup-kitchen period,” and yet in that time 
the population of the colony increased by 36 per cent. In the 
succeeding twelve years (1891-1903) it increased by only 30 
per cent. During the eight years covered by the administrations 
of Atkinson and Stout (1883-91) only about £8,000,000 was 
added to the public debt. The effort to live upon income rather 
than loans was good for the government and for private citizens 
as well, and a solid foundation was laid for the extraordinary 
prosperity that began about 1897 and continued until 1908. Be- 
sides, new resources were developed, particularly the meat-freez- 
ing industry. The first shipment of frozen mutton was made 
on February 15, 1882, but it was not until 1890 that the value of 
meat exported exceeded £1,000,000. In 1897 it was valued at 
£3,420,664, or about 17 per cent. of the total value of the exports 
of the Dominion. Much of the prosperity of recent years has 
been due to the development of this one industry. The total 
exports for the year 1890 were valued at £9,428,761, a figure not 
reached again until 1897, when the total exports were valued at 
£9,596,267, after which they increased by leaps and bounds, 
reaching the enormous value of £19,783,138 in the year 1907. 

The election of December 5, 1890, the first under the new 
principle of manhood suffrage, marks the end of the political 
domination of the large landholders and the rise of a thorough- 
going democracy consisting chiefly of the working-class of the 
towns, the small shopkeepers, and the small farmers. 

* Ibid., p. 151. 
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The leader of the new democracy was Hon. John Ballance, 
who became premier on January 24, 1891. The premier died on 
April 27, 1893, and on May 1 was succeeded by Hon. Richard J. 
Seddon, who remained in power until his death on June 10, 1906. 
The present premier, Sir Joseph Ward, took office on August 6, 
1906. During this period were passed a large number of acts 
for the benefit of the classes in control of the government. Some 
of these acts did not involve any increase in the public debt; 
others involved the borrowing of large sums. The following 
table shows the increase of the gross public debt since March 31, 
1891, and the chief items of expenditure from loans. 


Gross public debt, 31st March, 1908 . . . . . £66,453,897 
Gross public debt, 31st March, 1891 . . . . ~. 38,830,350 


Increase . ...... =. . «. £§29,623,547 
Native-land purchases. . £ 765,675 
Land-settlement ( ncluding Cheviot) ‘ 5,890,046 
Loans to local bodies. . . e i 2,603,100 
Landsimprovement. . . . . . 500,000 
Advances to settlers . . . . . . 4,110,000 
Advances to workers. . . . 4 205,000 
Bank of N.Z. preference shares. 500,000 
N.Z.Consols . . . . «1. - = . 478,449 
District railways . . . . . . . 47,000 
Public works . . . . . . . .~ 11,632,550 
Increase by conversions. . . . . 783,499 
Sinking-fund accretions . . . . . 1,777,000 
Naval and military settlers . . . . 27,226 
Advances to dairy ae gs 1,781 
State coal-mines . . . 3 2 140,000 
State fireinsurance . . . . . . 2,000 
Scenery-preservation. . . . . . 30,000 
Reserve-fund securities . . . . . 800,000 

———_ £30,293,326 
Less Redemptions— 
Consolidated Stock -* = 
debentures ; 1,384,420 
Other debentures . .. . 1,285,359 
. eee 2,669,779 


Total net increase . . . £27,623,547 
While during this period the public debt has increased by an 
enormous sum, by far the greater part has been put into directly 
productive investments, and probably not more than £5,000,000 
of borrowed money has been spent on public works that are not 
directly productive of revenue. With the development of the 
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country the revenue of the government has greatly increased and 
its financial condition has improved. Although the debt per 
capita has increased, the annual interest payments per capita 
have fallen, because of a fall in the rate of interest. Also the 
annual interest payments, which in the year 1891-92 absorbed 
43 per cent. of the total revenue of the Consolidated Fund, in 
the year 1907-8 absorbed only 24 per cent. of that revenue, the 
revenue having been augmented because of a great increase in 
the value of imports as well as by the new taxes that have been 
imposed. ; 

But it should not be forgotten that this improvement has 
taken place in a time of rising prices of wool, meat, dairy produce, 
and other exports, and that a policy of borrowing, while usually 
successful in times of prosperity, may become a source of grave 
danger in the event of crisis and industrial depression. It is 
quite conceivable that the railways and other investments, which 
now carry a large part of the interest on their cost, might become 
less productive and throw greater burden upon the taxpayers 
when their ability to pay was materially decreased. The most 
profitable enterprises in which the government is engaged do 
little more than pay their way. They have no considerable 
margin of profit or surplus which could be used in case of 
emergency, no buffer to receive the shock of loss, which must 
fall with full force upon the taxpayers or come out of loans 
which might be hard to negotiate. The government appears to 
realize the danger of such a contingency, especially since the 
recent decline in the value of exports, and a good deal has been 
said about retrenchment though little has been done to that end. 
Indeed, there is danger in retrenchment, after a long period of 
borrowing, with the accompanying inflation of land values and 
expansion of credit, and the government might precipitate the 
very crisis which it fears, by restriction of loans and economy 
in expenditure.” 

™Since this was written the financial stringency, which began in the winter 
of 1908, has become more severe, the value of exports has fallen off, the govern- 
ment has been unable to supply the demand for loans to settlers and workers, 
loans from private lenders have been hard to obtain, the number of the un- 
employed has greatly increased and conditions have been very serious during the 
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The extensive borrowing of recent years has probably caused 
a good deal of inflation, especially in land values. The un- 
improved value of land was estimated at £84,401,244 in 1891; 
in 1907 it was £149,682,689; and in 1908 it was £161,324,763. 
Yet the total unimproved value of land is not vastly in excess of 
the combined funded debt, public and private, aad a marked 
decline in the prices of the great staples, wool and meat, might 
cause serious trouble. But the holders of governmental securi- 
ties are perfectly safe, for they have a prior lien on all the 
resources of the Dominion. The government, therefore, has 
little difficulty in borrowing large sums every year at about 4 
per cent. interest. Four per cent. debentures are floated at about 
par; 3% per cent. loans are negotiated at a discount. Strong 
objections are urged against the government’s borrowing in the 
local market and thus making it harder for people to borrow for 
ordinary purposes. The government generally borrows in Eng- 
land ; sometimes in Australia; and lends far more than it borrows 
in New Zealand. There is a good deal of local capital available 
for gilt-edged loans at low rates of interest, and of late years 
much New Zealand capital has been sent abroad for investment, 
to Queensland and other new fields of enterprise. 

Although the public debt is increasing all the time, and must 
go on increasing, the government has maintained a sinking fund 
for many years. In 1878 it amounted to £1,678,127; in 1891 it 
was £1,487,042; from 1894 to 1900 it was less than £1,000,000; 
in 1908 it was £2,928,936, mostly invested in New Zealand 
past winter (1909). In view of the serious condition of affairs the government 
has inaugurated a drastic scheme of retrenchment in the civil service, involving 
the consolidation of departments, the superannuation of veterans, the temporary 
dismissal of juniors, and other economies which, Sir Joseph Ward says, “will 
effect a total saving exceeding a quarter of a million sterling, and this without 
impairing efficiency or inconveniencing the public in any way” (The Press, Christ- 
church, April 3, 1909; speech of Sir Joseph Ward at Upper Hutt, April 2). Com- 
menting on these proposals, Mr. James Allen, M.P. for Bruce, who has time and 
again advocated reform in public expenditure, but in vain, says: “I believe the 
departments have been growing inordinately and have said in the House, and 
Say again, that some of them have got completely out of hand. They have 


been running the country and not the country running them” (The Evening Post, 
Wellington, April 5, 1900). 
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securities of various kinds. The advisability of maintaining such 
a fund has often been questioned. Mr. William Fraser, member 
for Wakatipu, said in the House: 


I do not think there is any use whatever in a colony which is continuing 
to borrow to pretend to build up a sinking fund when we know perfectly 
well that, directly or indirectly, the money we are setting apart is derived 
from borrowed money. I am very sure of this: that the public creditor at 
home recognizes that fact, and is not likely to lend us money any more 
cheaply because we make a pretense of this thing.® 


But Mr. Massey, the leader of the. opposition, defended the 
sinking fund: “In order to show our creditors that we intend to 
meet our obligations at the due date there should be something 
in the way of a sinking fund.’® The sinking fund, too, has been 
found useful in the raising of loans, especially when it could be 
temporarily hypothecated as a sort of collateral security. This 
has been done with the £800,000 of imperial-guaranteed debent- 
ures issued under the Immigration and Public Works Loan Act 
of 1870, which were not sold to the public but held in London 
by the colony’s bankers and “available for the purpose of obtain- 
ing temporary advances from time to time.” These debentures 
matured on June I, 1907, and, in the same year Parliament 
authorized a new loan of £800,000, to be invested in gilt-edged 
securities to be held for the same purpose. Sir Joseph Ward 
said : 

It is essential that we should have the necessary gilt-edged securities in 
London for the purpose of hypothecation from time to time, as the circum- 
stances may arise, and particularly in the event of a crisis arising in the 


Old Country or to meet any unusual condition that the colony’s require- 
ments might call for.’ 


The sinking fund, then, is like a substantial balance in the 
bank, useful for many purposes, though not intended, as its 
name might imply, to secure the ultimate payment of the public 
debt. It has not always been used for legitimate purposes, but 
latterly its integrity has been respected, it has been greatly aug- 
mented, both from loans and from revenue, and it now forms an 


* Parliamentary Debates, Vol. CXXXIX, p. 578, July 24, 1907. 
* Ibid., p. 546. 
Parliamentary Debates, Vol. CXL, p. 130, August 8, 1907. 
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important part of the financial system. But the public debt will 
never be paid off; on the contrary, it must increase from year 
to year. Speaking of the addition of £2,274,857 to the debt for 
the year 1907-8, Sir Joseph Ward said: 

This may appear to be a large increase, but so long as the policy to 
acquire land for closer settlement, construction of railways, roads, and 
bridges, lending to local bodies, and making advances to settlers is approved 
of by Parliament, the public debt of the Dominion rifmst go on increasing, 
and it must not be forgotten that our assets, many of them directly interest- 
bearing, proportionately increase. A large portion of this increase of debt 
is devoted to expenditure of a reproductive character.” 


Of late years the government has somewhat resisted the im- 
portunities of those who would have it borrow for unproductive 
expenditure, and the sound financial principle seems to be gaining 
ground that while productive investments may be made out of 
borrowed money, expenditure for other purposes should come 
out of revenue. In the past there has been great laxity in this 
regard, and money has been borrowed, not only for public build- 
ings, roads, and bridges, but for the maintenance of these, for 
salaries and other expenses of the Public Works Department, for 
expenses of raising loans, for grants to mining prospectors, for 
immigration, for the purchase of lands—the price of which, when 
sold, went into the Consolidated Fund as ordinary revenue—and 
for more questionable purposes. 

It is often said that the making of roads and bridges has 
enormously increased the value of private lands, but this is an 
argument in favor of special betterment taxes instead of loans. 
Certain public buildings, as railway stations and post-offices, are 
directly productive, while others are not, and certainly the main- 
tenance of all public buildings should be charged to revenue. The 
government claims, and rightly, that it does not need to insure 
public buildings against fire, but if the revenue is to be spared 


™ Budget, 1908, p. 4. Notwithstanding the financial stringency, the govern- 
ment, through the premier, Sir Joseph Ward, has recently offered to provide 
a “Dreadnaught” for the British navy, the cost of which will involve a large 
increase in the public debt, decidedly “unproductive” in character. But the 
people of New Zealand fear the colonial ambitions of Germany, strongly believe 
in the “yellow peril,” and are very loyal to the British empire. 
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the cost of insurance premiums, there is some reason to think 
that the cost of new buildings should come out of revenue, or, 
at least, out of some fund derived from revenue. The question 
of raising a loan for new parliament buildings to replace those 
recently burned (December I1, 1907) is a case in point. 

The fact that the Public Works Fund is partly derived from 
revenue makes it impossible to tell whether a given expenditure 
is made from revenue or from loans, but the amount expended out 
of this fund for unproductive purposes has greatly exceeded the 
contributions from the Consolidated Fund. From the year 1870 
to March 31, 1908, the sum of £46,702,087 was spent out of the 
Public Works Fund, of which £39,442,887 was received from 
loans, £6,430,000 from the Consolidated Fund, and the balance 
from other sources. The items of expenditure are as follows: 


NET EXPENDITURE OF PUBLIC WORKS FUND FROM 
1870 TO MARCH 31, 1908 

Expenditure on— 
Immigration. . -« « « 6a 
Public works, departmental or a 568,385 
Railways, including ae of new lines. 24,176,384 
Roads. . . pg ee ee ee 7,861,467 
Land-purchases. . eo ae IS 2,035,748 
Development of goldfields . cai ey 8 786,656 
Telegraph-extension . . . .. . 1,479,730 
Public buildings . . 3,804,597 
Lighthouses, harbor-works, and defenses . - 1,024,519 
Contingent defense. . . ae a 888,1 
Ratesonnativelands . .... . 68,644 
Thermal springs. a a 14,599 
Tourist and health resorts . bt SSB 158,567 
Lands improvement. , 24,575 
Charges and expenses of raising loans. 1,235,041 
Coal-mines . . ‘ ed 10,835 
Interest and sinking fund . . 218,500 
Payment to Midland Railway bondholders 150,000 
Utilization of water-power. . . 3 8,347 


Total. . . . . . . . « £46,702,087 . gd. 


In the financial year ending March 31, 1908, the sum of 
£2,109,882 was spent on services provided by the Public Works 
Fund. Of this amount £800,000 was derived from the surplus 
revenue of the Consolidated Fund, and the balance from loans. 
The money was expended as follows: 
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OO ee eae 
Roads . . - & we me MS hh Mink 4 323,717 
Public buildings 2 a a ee ee ee 226,035 
Telegraph-extension . . . . . . «ss. 155,491 
Contingent defense ......... =. 18,574 
Tourist and health resorts . . . .... . 45,048 
Departmental . 2 6 ww ttt 18,244 
Immigration . . iw oe ew ew 4% 9,131 
Purchase of native lands . . <— & ee ee we & 2,190 
Development of goldfields. ya 8,632 
Lighthouses, harbor-works, and harbor defenses . = 6,863 
Lands improvement ae < « 9,561 
Ratesonnativelands ........ =. 837 
Utilization of water-power . . 315 
Charges and expenses of ate loans and renewing 
debentures... i es 5,027 


Total . . . .... . ss « « £2,109,882 


If one were to add together all the items of unproductive 
expenditure, as expenditure for roads, some public buildings, con- 
tingent defense and that part of “additions to open lines” which 
should be charged to revenue, it is probable that the total would 
not equal the £800,000 derived from the Consolidated Fund. It 
may, therefore, safely be said that the money now expended on 
unproductive works is derived from revenue and not from loans. 
If, however, these items were charged directly to revenue, with- 
out being first transferred to the Public Works Fund, there would 
be little or no surplus, and the government, for obvious reasons, 
prefers to show a surplus. 

Members of the opposition and other critics of the govern- 
ment take pleasure in scoffing at the surplus, and with reason. 
In the debate on the Budget for 1908, Mr. Fisher, member for 
Wellington Central said: “It is extraordinary that the country 
should borrow £1,000,000 and then end the year with a surplus 
of £700,000.” Mr. James Allen, member for Bruce, is reported 
to have said: “The Public Works Fund was called upon to find 
money for services that in previous years had been charged, and 
rightly charged, to the Consolidated Fund... . the object 
having no doubt been to make it appear to the public that there 
was a much larger surplus than really existed.”12, Mr. Lauren- 


™ Evening Post, Wellington, July 13, 1907. 
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son, member for Lyttleton, is reported to have said in the same 
interview : 

To a very large extent I agree with the writer (“Nemesis”) that there 
should be a more strict allocation of borrowed money in the direction of 
investment in reproductive works, and in reproductive works only. During 
a period of high national prosperity such as we are passing through at 
present, I believe the government would be justified in raising more money 
by way of taxation and less by way of loans, because one cannot help having 
an uneasy feeling that if bad times strike us we shall then, not only be short 
of money ourselves, but, having taken full advantage of the money market 
during times of prosperity, we shall be unable to approach it successfully 
in the day of adversity.” 


Mr. Massey, the leader of the opposition, said in the House, 
with regard to certain items: “These charges simply cannot be 
defended. Why are they so charged? Simply to enable the 
government to show a huge surplus at the end of the year.”** 
The writer of a series of articles in the Evening Post says: “In 
business, charges such as these would only be charged to capital 
account by weak and struggling concerns existing on a bolstered 
balance sheet.”45 A more conservative writer makes the follow- 
ing statement : 


It would no doubt be better, and the government would be on firmer 
ground, if revenue did not make quite so large a contribution to the Public 
Works Fund, and if, instead of doing that, it had charged upon it all 
items of a doubtful character, such as public buildings for ordinary govern- 
mental and not for revenue-producing purposes. In Australia new build- 
ings, such as courthouses, police stations, hospitals, and schools, are charged 
to revenue, and New South Wales similarly treats the cost of post-offices.” 


The discussion is well summed up by Mr. J. C. Thompson, mem- 
ber for Wallace, who says: 

Even supposing that this reform is only a matter of bookkeeping, it 
would be far better to charge all the current expenditure to the consoli- 
dated revenue, and although the surplus might be smaller, at the same time 
it would be putting the correct position before the country. It is better to 
know one’s true position than to live in a fool’s paradise.” 


™ Evening Post, July 13, 1907. 

% Parliamentary Debates, Vol. CXXXIX, p. 553, July 23, 1907. 
% Evening Post, October 6, 1908; article by “Nemesis.” 

* Evening Post, July 10, 1907; article by “Senex et Juvenis.” 
™ Parliamentary Debates, Vol. CXKXXIX, p. 604, July 24, 1907. 
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In fact, the government has listened to the financial critics and 
has lately begun to charge to revenue such items as maintenance 
of roads and public buildings, which were formerly charged to 
the Public Works Fund. 

’ But whether derived from revenue or from loans, or whether 
expended for productive or unproductive purposes, an enormous 
sum is spent every year out of the Public Works Fund, and the 
question as to the proper distribution of this expenditure is of 
the greatest concern to the people of New Zealand. During the 
year 1907-8 the disbursements totalled £2,109,882 ($10,254,- 
000), apportioned as shown above. Presumably, the distribution 
is made according to “needs,” but the concept of “needs” is 
very vague and most elastic The government itself hardly 
knows what the Dominion needs in the way of developmental 
expenditure. In the case of roads and bridges, the greatest need 
appears to exist in the thinly settled back blocks, where it is 
possible to expend on roads more than the improved land is likely 
to be worth for years to come. In the case of districts already 
pretty well developed, it is not easy to distinguish between needs 
and wants. But the members of Parliament from every part of 
the Dominion come to Wellington prepared to enlighten the gov- 
ernment as to the needs of their constituents, and the chief work 
of the members—that, at least, which best secures their re-elec- 
tion—seems to be the getting of appropriations of one kind and 
another from the Public Works Fund. Every part of the Do- 
minion clamors for its “fair” share of expenditure, and to some 
extent the apportionment is made proportional to the political 
influence of the various electoral districts. Petitions for public 
works of every kind are showered upon the minister, demanding 
in the aggregate far more than the available funds. Most of 
these requests, therefore, must be denied, but the government 
does its best to be “fair” to everybody without making too many 
enemies, and the temptation to augment the fund by further 
borrowing is almost irresistible. 

In the time of Seddon it was a veritable corruption fund and 
was confessedly used for political purposes. ‘Nemesis’ says: 
“Proud as we are of our great statesman, there is little doubt 
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that one of the most potent instruments that maintained him in 
office for his record period was the clever manipulation of this 
fund.’”28 Mr. Seddon himself said in Parliament: “I am not 
one of those who say that, other things being equal, I should not 
favor the district that was represented by one who helped to 
maintain the government in power.” At another time he said: 
“It is unreasonable and unnatural to expect the government to 
look with the same kindly eye on districts returning members 
opposed to the government as on those which returned govern- 
ment supporters.’ The older settlements, like certain parts of 
the South Island, were naturally served first, while the newer 
parts had their turn later, and the older districts began to favor 
economy in expenditure and restriction of borrowing. But Mr. 
Seddon was not prepared to adopt this policy and said in Parlia- 
ment, with even more than his usual frankness: “I say that until 
we have had a fair expenditure of public money out of loans upon 
each part of the colony, it is wrong of those parts that have 
had a fair share to say suddenly that there is to be no more 
borrowing.””?° 

The Ward government, especially during the past year or 
two, has taken a stronger stand than this. Sir Joseph Ward said 
recently in the House: 


Members had only to look at the order paper for this session and what 
did they find? They would find that there had been a universal demand 
from all sides of the House for far more money than the country could 
possibly provide. The government, if they did not resist this extraordi- 
nary demand, would not be fit to hold their positions on the Treasury 
benches.” 


And yet, in the Budget of 1908, notwithstanding the hard times, 
Sir Joseph Ward proposes for the ensuing year an expenditure of 
£2,350,000 out of the Public Works Fund, of which no less than 
£650,000 was to be expended for roads and bridges. 

Hon. gentlemen will see that an effort has been made to do even- 
handed justice to all classes of the Dominion, and I trust that by the means 

* Evening Post, July 5, 1907. 

” Reformer, Christchurch, No. 2, October, 1905. 

™” Parliamentary Debates, Vol. XCIX, p. 291. 

“ Parliamentary Debates, Vol. CXL, p. 248, August 15, 1907. 
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which I have outlined every section of the country will be brought into 
closer harmony for the one great purpose—namely, the promotion of our 
national well-being and happiness.” 


When the Public Works statement was brought down later in 
the session (Sept. 22), the estimates were increased to £2,721,450 
($13,226,000), of which £607,000 was to be expended on roads, 
in addition to £283,000 voted from the Consolidated Fund, 
making a total appropriation for roads of £890,000 ($4,315,000), 
an amount much in excess of the anticipated surplus for 1908-0. 
The appropriations were unusually large because of the approach- 
ing election. The government, too, seems to make a practice of 
appropriating more than it actually spends. In the election of 
November, 1908, the Ward government was returned to power, 
but with a reduced majority. 

In criticism of the Public Works statement, the Press very 
pertinently says: 

One of the most regrettable results of the system under which the 
general government borrows money to carry on public works is that the 
amount of borrowing and the manner in which the money is allocated, are 
determined by the exigencies of the political situation, rather than by the 
dictates of economic prudence. The Public Works statement delivered by 
Hon. W. Hall-Jones last evening was a business-like document, but the trail 
of the general election is over it all. Our expenditure of borrowed money 
continues to grow at an alarming rate. It was less than a million per 
annum in 1900: this year two and three-fourths millions are asked for. 
The reckless manner in which we now rely on ever-increasing loans is all 
the more regrettable when it is borne in mind that a good deal of money is 
frittered away in political works, with the object of catching votes, while 
a considerable proportion is expended in so-called “additions to open lines,” 
and other items which really ought to be provided for out of revenue. 
The taxpayers are again to be bribed with their own money.” 


In a similar vein the Evening Post says: “Under the present 
system roads and bridges must continue to be the current coin 
of political corruption, and there is not the faintest indication 
that the ministers have any intention of laying the axe at the root 
of this unlovely growth.”*4 


= Budget, 1908, p. 21. 
* Press, Christchurch, September 23, 1908. 


* Evening Post, September 23, 1908. 
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The most common form of political corruption in the United 
States, the corrupting influence of railways and other business 
corporations, does not exist to any great extent in New Zealand, 
because of the prevalence of governmental and municipal owner- 
ship, but the concentration of economic power in the hands of the 
government has created a form of corruption which, while it 
may not be so bad morally, is far more wasteful from the eco- 
nomic point of view. That this form of political corruption is 
not more prevalent in the United States is not due to any special 
virtue on the part of American politicians, but solely to the fact 
that the government has relatively fewer functions to perform 
and less money to spend, and no one can doubt that it would 
flourish on American soil even more luxuriantly than in New 
Zealand, where it is held in check by the cabinet system, under 
which the budget is in the hands of a responsible ministry, and 
not, as in the United States, in the hands of relatively irresponsi- 
ble committees. 

The following quotation from a speech of Senator Francis E. 
Warren, of Wyoming, might have been uttered by almost any 


member of Parliament from the back country of New Zealand: 


The position of a servant of the people in Congress is peculiar. His 
environment and surroundings in Washington form a constant temptation 
to him to become a statesman, so called, and indulge in large theoretical 
questions of government rather than engage in the real work of construc- 
tive legislation, such as getting appropriations and various favors for his 
own state, pensions for its old soldiers, and the thousand and one little 
things his constituents desire. From the older eastern and middle states, 
where the local wants and needs have long since been supplied, a member 
of the House or Senate can indulge himself and safely devote his time to 
oratory and statesmanship with glory to himself and without damage to his 
constituency. But the man from a young, virile, exacting western state, 
with pressing local needs, must spend his days, nights, and Sundays in 
hard, continuous, grinding work for his people, if he expects to win, 
doing the less glorious but more satisfactory duty of getting things.” 


There can be no doubt that the government of New Zealand 
has done much to foster the industries of the Dominion, and that 
economic development has been greatly stimulated by the ex- 


* Denver Republican, June 26, 1908. 
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penditure of vast sums of borrowed money, but it seems probable 
that too much has been borrowed and that there has been a good 
deal of waste in expenditure. The ease with which the govern- 
ment has been able to borrow has been a temptation to extrava- 
gance which it has been unable to resist. The Bulletin says: 
“The Dominion has been enjoying a fictitious prosperity; land 
and property values have been artificial, nearly everything has 
been artificial.”*® Perhaps this is an extreme statement, for the 
Bulletin makes a special effort to check the Australian states and 
New Zealand in their career of borrowing, but the Dominion has 
certainly been living quite largely on borrowed money, has been 
very optimistic with regard to the future, and much inclined to 
shift the burden of development to the shoulders of posterity. 
True, posterity may be well able to bear the burden, especially 
since a large part of the interest will be carried by the various 
enterprises in which the government is engaged, but it is possible 
that the earning power of these enterprises, at no time great, may 
be reduced; that the prices of wool, mutton, and dairy produce 
may fall; and that it may become increasingly difficult for the 
government to effect loans. If all or any of these possibilities 
are realized, the position of the government will be unfortunate, 
for it is sailing very close to the wind, carrying much sail and 
little ballast, counting on fair weather and not well prepared for 
storms. 

Among the remedies that have been suggested the following 
appear most deserving of mention: 

1. The government should borrow only for works that are 
directly reproductive, yielding interest on their capital cost. 

2. The railways and all other investments of the government 
should earn the full amount of interest on the capital cost, and a 
surplus besides, to cover any possible depreciation or any defi- 
ciency of revenue in time of crisis. 

3. Roads and bridges should be paid for out of revenue, and 
at least half of the cost should be paid by the locality benefited, 
preferably by a betterment tax on land values. 

4. Maintenance of roads and public buildings should be 

* The Bulletin, Sydney, N. S. W., May 28, 1908. 
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charged to revenue, but the local governing bodies should bear 
the greater part of the expense of keeping up the roads. 

5. The part of the public debt not represented by productive 
investments should be paid off gradually, whether by means of 
sinking funds or otherwise. The proceeds from the sale of 
public lands should be set apart for this purpose. 

6. There should be greater publicity of public accounts and a 
system of post-audit instead of pre-audit as formerly. This 
reform was inaugurated by Act of Parliament in the session of 
1908. 

To effect all or any of these reforms it is desirable and neces- 
sary that criticism of public affairs should be encouraged and a 
strong public opinion created that will support the government in 
enforcing sound principles of public finance. Unless the people 
can be enlightened, and persuaded to prefer the general welfare 
to sectional interests, the only hope of reform lies in the un- 
pleasant prospect of financial stringency which will compel econ- 
omy by cutting off the supply of funds. 


University Park, Coto. James Epwarp LE RossIGNoL 


Dunepin, New ZEALAND WILLIAM DowNIE STEWART 





THE HUGHES INVESTIGATION 


I 


Shortly after the panic of 1907 began, a rumor became cur- 
rent that “Wall Street” had designedly caused it in order to 
knock down the prices of stocks, frighten weak holders, and 
profit by the ruin of the community. This conception derived 
some plausibility from the fact that stocks had taken a sudden 
and violent downfall without any apparent reason, and that this 
fall continued increasingly from day to day. All eyes were fixed 
upon the declining quotations and all ears were filled with the 
clamor of “the street.”” The losers naturally looked for some 
other explanation of the débdcle than their own folly. Many on- 
lookers mistook the effect for the cause. The immediate cause 
was a simultaneous rush to sell securities, by holders who per- 
ceived that there was trouble in the money-market, and who 
wanted cash to meet maturing obligations. These holders were 
not Wall Street men merely, but people in all parts of the coun- 
try who had invested some part of their savings in stocks and 
bonds. The very raison d’étre of the stock exchange is to supply 
a market where invested capital can be quickly turned into cash, 
and vice versa. The remoter cause of the panic was a long course 
of speculation in all kinds of property, real and personal, that 
had pervaded all parts of the country, and many parts of the old 
world, and had now reached its climax.! 

The Samsons of Wall Street did not pull down the temple of 
finance on their own heads in order to slaughter a countless num- 
ber of Philistines. They suffered mortal terror while the panic 
continued, and they did not escape wounds and bruises, which 
some of them are still carrying. Nevertheless, the rumor that 
they had brought on the panic by design and in selfish disregard 


In the Yale Review for May, 1909, Mr. Eugene Meyer, Jr., has shown 
conclusively that speculation on the stock exchange was not the chief contributor 
to the collapse of 1907, but that speculation on a much wider scale, through the 
length and breadth of the land. was the exciting cause. 
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of public interests, had a wide circulation, and was fraught with 
possibilities of mischief. The danger of ill-considered legisla- 
tion, supported by ill-advised public opinion, doubtless moved 
Governor Hughes to appoint a committee of persons, equally 
removed from financial cliques and from partisan politics, to 
inquire “what changes if any are advisable in the laws of the 
state bearing upon speculation in securities and commodities, or 
relating to the protection of investors, or with regard to the 
instrumentalities and organizations used in dealings in securities 
and commodities, which are the subject of speculation.” 

The committee was in session about six months. Its expenses 
were paid by the members themselves, and since frugality was a 
necessity the services of the stenographer were dispensed with, 
the members taking only such notes of the testimony of wit- 
nesses as each one deemed important to the matter in hand. The 
officers of all the exchanges in New York City were invited to 
appear before the committee and answer questions both orally 
and in writing, and all of them responded promptly and cour- 
teously, as often as they were asked to do so. Many volunteer 
witnesses, citizens of the state, were heard. None such were 
refused a hearing. Citizens of other states were not called, or 
accepted, as witnesses unless they had given evidence, by pub- 
lished writings or otherwise, that they had something of value 
to contribute to the discussion. 

Before considering in detail the conclusions reached by the 
committee, let us glance at the subject in its general aspects. 


II 


An exchange is a common meeting-place of buyers and 
sellers. Such meeting-places have existed from the earliest times. 
The Agora of ancient Greece was an open-air market before it 
acquired any political or judicial character. The time of “full 
market” became a colloquial division of the day corresponding to 
our “high noon,” except that full market was about an hour 
before noon. The Forum of Rome was likewise an open-air 
market (foris, out of doors) before it became the place for hold- 
ing the comitia, and listening to public speeches. Buying and 
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selling continued in the Forum until the crowds became too dense 
for the proper transaction of business. Then the traders gradu- 
ally withdrew and established smaller fora in different quarters of 
the city, one for fish, another for grain, another for wood, etc.; 
but the moneylenders held their places on the outskirts of the 
great Forum till the latest period. If there had been any stock- 
market in the ancient world it would, doubtless, have been in 
close proximity to the money-market. 

The primary function of an exchange is the buying and sell- 
ing of the several kinds of property for which the particular 
trading-place exists. A secondary, but not less important, func- 
tion is the ascertaining and publishing of prices, so that producers 
may know what they can obtain for their products, and purchas- 
ers what they must pay for them. Prices are made by the compe- 
tition of buyers and sellers in open market under the spur of self- 
interest, and there is no other way in which they can be legiti- 
mately made. Wherever quotations are not based on open 
trading they are, at the best, the result of haphazard guesses, and, 
at the worst, positive fraud on producers or consumers. A still 
further service rendered by exchanges is the making of regula- 
tions governing the practices of different branches of trade. 

Speculation is the act of taking advantage of fluctuations in 
the prices of property. Such fluctuations are occurring at all 
times, because we live in a world of change. They are due to a 
variety of causes both physical and psychological. Among the 
former may be mentioned wars and rumors of war, vicissitudes 
of the crops, storms, floods, drought, insect pests, earthquakes, 
commercial legislation, decisions of the courts, labor troubles, 
etc. Among the latter the temper of the business community, of 
which the banking community is a part, is the most potent. This 
is seldom in a state of quiescence, but ranges between hopeful- 
ness and depression, from blind confidence to blind panic. The 
physical, or external, causes are the controlling ones in the long 
run, but the governing force at any particular time is the state 
of opinion prevailing on the exchange. This may be in part arti- 
ficial or “manipulated,” but it represents the law of supply and 
demand at the moment. Thus the price of wheat may at any time 
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be higher or lower than the facts of world-supply and world- 
demand warrant, because the statistics are defective or disputed. 
Contradictory opinions as to the real facts meet on the exchange. 
Bulls and bears struggle with each other and the trades which 
they actually make show the prices at which anybody can immedi- 
ately sell his holdings or supply his wants. This is true of all 
the exchanges, although the stock exchange deals in invested 
capital instead of consumable commodities. 

When we consider the vastness of the business transactions 
and the incessant fluctuations in price, we cannot be surprised 
that certain persons seek to take advantage of them—that is, to 
speculate ; nor that some of the speculators seek to cause fluctua- 
tions in order that they may profit by them. Probably there is 
never a time when somebody is not seeking to raise or depress 
prices artificially. 

Although the number of persons admitted to the floor of an 
exchange is limited, the number of traders is unlimited, since 
anybody in the world, who has capital or credit, can participate, 
by simply filing an order in the nearest telegraph office. The art 
of telegraphing has reached such perfection that a question and 
an answer to it can be exchanged between the London and New 
York stock exchanges in three minutes. In some periods of 
active trading three thousand cablegrams are received at the 
New York Stock Exchange from Europe in a single day, while 
telegrams from our own country are innumerable. 

Each fall in prices brings in buyers whose purchases mini- 
mize the decline and each rise opens the door for sellers whose 
sales minimize the advance. In both cases short sellers play a 
useful part, helping to lessen the advance in the latter case and 
(by covering) to lessen the decline in the former. 

The selling of property for future delivery, by persons who 
do not immediately possess it, is believed by many to depress 
prices artificially, to the disadvantage of the producer. This is 
a fallacy, since every sale requires a purchase of equal magnitude. 
Nevertheless, it is a constantly recurring fallacy, and it is proper 
to notice it here. 

A manufacturer of cotton goods, for example, in order to 
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keep his mill running all the year round, must make contracts 
ahead for his material, before the crop of any particular year is 
picked. The cotton must be of a particular grade. He wishes 
to be insured against fluctuations in both price and quality; for 
such insurance he can afford to pay. In fact, he cannot afford 
to be without it. There are also men in the cotton trade, of large 
capital and experience, who keep themselves informed of all the 
facts touching the crops and the demand and supply of cotton in 
the world and who find their profit in making contracts for its 
future delivery. They do not possess the article when they sell it. 
To them the contract is a matter of speculation and short selling, 
but it is a perfectly legitimate transaction. To the manufacturer 
it is virtually a policy of insurance. It enables him to keep his 
mill running and his hands employed, regardless of bad weather 
or insect pests or other uncertainties. The same principles apply 
to the miller who wants wheat, to the distiller, the cattle-feeder, 
and the starch-maker who want corn, to the brewer who wants 
hops and barley, to the brassfounder who wants copper, and so 
on indefinitely. 

Insurance is one of two redeeming features of such specula- 
tion; and the other, which is even more important, is the steady- 
ing effect which it has on market prices. If no speculative buy- 
ing of produce ever took place, it would be impossible for a 
grower of wheat or cotton to realize a fair price at once on his 
entire crop. He would have to deal it out little by little to mer- 
chants who, in turn, would pass it on, in the same piecemeal way, 
to consumers. It is speculative buying which not only enables 
farmers to realize on their entire crops as soon as they are 
harvested, but enables them to do so with no disastrous sacrifice 
of price. When buyers who have future sales in view compete 
actively with each other, farmers get fair prices for their produce. 

There is a widespread belief that Wall Street and the stock 
exchange are one and the same thing, and that all the fluctua- 
tions on the exchange are caused by Wall Street. This is an 
error as glaring as it would be to suppose that all the water in the 
Mississippi River comes from the adjacent banks, ignoring the 
innumerable streams and rills that contribute their quota from 
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countless unseen sources. Wall Street and the stock exchange 
are two different things. The men on the floor of the exchange 
are the agents of others, executing the orders which they receive 
both from Wall Street and from other parts of the habitable 
globe. Some of them speculate on their own account, but the 
speculating members of the exchange are divided into bulls and 
bears. They do not all push in the same direction at any one 
time. They simply aim to anticipate, each for himself, the drift 
of financial public opinion in order to take advantage of it. 

This is what Wall Street outside of the exchange does; and 
the only advantage which speculators in Wall Street have over 
those in other parts of the country is derived from larger capital, 
more direct and ample sources of information, and greater skill 
and promptness in the use of it. Wall Street speculators are 
likewise divided into bulls and bears pushing against each other; 
and all their advantages do not save them from making mis- 
takes, which often result in losses proportioned to the magnitude 
of their operations. The “rich men’s panic” of 1903 was such 
an instance. The panic of 1907 was another. It is sometimes 
said that Wall Street can put prices on the stock exchange up or 
down at its own pleasure. This is a delusion. Anybody who 
can guess right six times out of ten can carry off all the stakes 
in any gambling game that is long continued. If Wall Street 
could do this, Wall Street would long ago have absorbed all the 
floating capital in the country and have retired from business 
for want of more pabulum. 

The evils of speculation are moral, private, and personal. 
They are properly defined as those of the gambling spirit. The 
desire to get rich without labor has prevailed among men at all 
ages, and will doubtless continue as long as human nature remains 
unchanged. If speculation is more rampant today than at any 
former period of the world’s history, it is merely because there 
are more people to speculate, and more facilities for speculation. 
The growth of capital is itself an incitement to speculation, since 
it supplies the things to speculate with. The exchange, the tele- 
graph, the telephone, the press, the banks, and the ticker are 
instrumentalities which lend themselves to the promotion of the 
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gambling spirit, yet it would be unwise to suppress them on that 
account. 

Speculation is of different kinds and degrees. The man who 
buys for investment today, may sell tomorrow if the thing has 
advanced in price. He may or may not have had that intention 
when he bought. In either case it is speculation, since the selling 
insures him against subsequent decline and enables him to pocket 
the difference. From this example to that of the man who 
habitually “takes a flyer’ on the exchange, and who, if anybody, 
may be called a stock-gambler, there are many gradations. The 
difference between speculation and overspeculation is hard to 
determine. It is necessary, however, to draw the line somewhere 
between trading and gambling, and the courts have ruled that a 
contract which is enforceable at law, i.e., when the buyer can 
compel the seller to deliver the property, and the seller can compel 
the buyer to pay for it, is legitimate, and that mere betting on 
the rise or fall of quotations, such as takes place in bucket-shops, 
is gambling. Although the greater part of the trading that takes 
place in the stock, produce, and cotton exchanges is of the specu- 
lative kind, and hence has a gambling taint, it is difficult to see 
how the line of demarkation could be drawn differently, in the 
adniinistration of justice. 


III 


Governor Hughes’s letter of appointment looked toward the 
evils of speculation as the main subject of inquiry. To analyze 
speculation, and to separate the bad features from the good 
(if any), was the first step to be taken. 

Fluctuations in prices may be foreseen, or may be wholly 
the result of chance. They may be designed by the speculator 
beforehand and when they are successful they may or may not 
entail losses upon others. When losses are incurred they may 
fall upon persons who are able to bear them, or they may bring 
ruin and misery upon the speculators. Inasmuch as fluctuations 
will occur whether persons seek to take advantage of them or not, 
it follows that those whose business requires forecast, as nearly 
all business does, must speculate to some extent, although they 
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may not consciously use that term in making their bargains. 
Persons who look to the stock-market for investment purposes 
only, will naturally choose those securities which seem likely to 
advance in value. This, too, is speculation. From this colorless 
type to that of bucket-shop gambling there are many gradations. 

The first question that confronted the committee was whether 
there was any practical way to discriminate between different 
kinds of gamblers. The law prohibits roulette, faro, policy shops, 
pool-rooms, race-track betting, and bucket-shops, all of which are 
gambling games on a comparatively ‘small scale; why does it 
tolerate gambling on a large scale on the stock exchange? To 
answer this question by saying that the law makes betting illegal 
and contracts for the sale and delivery of property legal, merely 
leads to another: Why should not the law be changed so as 
to treat all gambling games alike? It is known that 75 per cent. 
of the trades on the stock exchange (some say 90 per cent.) are 
of the gambling type. Although the stocks bought and sold 
today must be delivered and paid for tomorrow, the intent of 
the buyer is to sell them as soon as he can get a satisfactory 
profit. Why make fish of one and flesh of another? 

As there is no way to discriminate between individuals who 
give orders to brokers, or between the different brokers who 
execute them, this is really a question whether the stock exchange 
ought to be abolished. Indeed it goes much farther. It is a 
question whether all exchanges ought to be abolished and even 
whether all trading to supply one’s future wants ought to be pro- 
hibited. Ought prudence, thrift, and foresight to be eliminated 
from the business world in order to prevent some persons from 
falling victims to their own folly? 

Many days were spent in thrashing out this question, for it 
was deemed needful to give both sides a full hearing. In the 
examination of witnesses numerous lights were thrown upon the 
subject in hand. All the pros and cons of margin trading and 
short selling were discussed. The experience of England and 
Germany in dealing with speculation was sifted. The legislation 
of American states was overhauled. The debates in Congress 
on the Hatch Anti-Option Bill, extending over three years, were 
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examined. The work of the Industrial Commission was read. 
No available sources of information were neglected. 

The conclusions announced by the committee were not hastily 
reached. It is safe to say that a majority of the members were 
and are averse to speculation in either securities or commodities, 
but that they were not able to devise any means of putting an 
end to it that would not do vastly more harm than good. One 
witness of high rank as an economist, Professor Emery, of Yale 
University, held that speculation in securities and commodities 
is a good thing for the world and that there can be no free and 
fair market without it. He instanced the futile efforts of Ger- 
many to get rid of speculation in business, which resulted in 
getting rid of the business but not of the speculation. 

It does not follow that there is no possible mitigation of the 
evils of speculation. Those evils consist in the losses of persons 
not qualified to speculate—the moths who are attracted by the 
light of the exchanges and who flutter around the flame till their 
wings are burned off. These persons are always on the bull side 
of the market. They buy on margins, and the smaller the margin 
the larger is the number of victims and the greater is the business 
of the stockbrokers. 

The customary margin is at least 10 per cent., paid to the 
broker, who furnishes 10 per cent. additional and borrows 80 
per cent. froma bank. But there are certain inactive stocks whose 
quotations may vary more than Io per cent. in a single day, 
simply because there is no buyer present when some holder is 
forced to sell. In such cases the required margin may be as 
high as 50 per cent. On the other hand the fluctuations in gov- 
ernment, or state, or city bonds are so slight that a margin of 5 
per cent. would be ample. Manifestly there can be no hard-and- 
fast rule applicable to all securities, but it may be safely sur- 
mised that if the initial margin were not less than 20 per cent. 
the number of fluttering moths would be lessened by one-half, 
if not more, and that the risks of the remainder would be reduced 
in a still greater ratio. 

Can such a reform be accomplished? It is certainly worth 
striving for, but if possible at all it must be sought throtigh moral 
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suasion. The right of one private person to extend credit to an- 
other is simply the right to make a contract, which, under the i 
Federal Constitution cannot be impaired by any state legislature. i 
It might, however, be curtailed by a rule of the stock exchange as 
to transactions taking place on its floor, if such a rule were 
enforceable, and if the benefits were likely to be greater than { 
the injuries resulting therefrom. The committee, after devoting 
much time and labor to this question, put its conclusions in these 
words: 












In preference, therefore, to recommending legislation we urge upon all 
brokers to discourage speculation upon small margins, and upon the ex- 
change to use its influence, and if necessary its power, to prevent members 
from soliciting and generally accepting business on a less margin than 20 
per cent. 









No member of the committee advised legislation on this sub- 
ject. Some favored an inflexible rule of the exchange forbidding i 
the acceptance of orders on a smaller margin than 20 per cent. 
The majority, however, looking at the loss of really sound busi- 
ness likely to be caused by such a rule, in respect of telegraphic | 
orders, received from customers of known responsibility, both | 
here and abroad, and mostly executed without waiting for 
margin, and looking also at the difficulty of enforcing any hard- 
and-fast rules, decided to stop short of prohibition, and merely | 
point out the reform to be striven for by the influential authori- | 
ties of the stock exchange. Anything more than this would have 
been futile, anything less would have failed to satisfy the public 
opinion which led to the appointment of the committee. 


IV 


Next to the losses arising from insufficient margins are those 
incurred through swindling advertisements and circulars. These 
are generally connected with quotations made by “wash sales” j 
on some exchange, which indicate falsely that there is active ! 
trading in the securities advertised. Mines of gold, silver, and 
copper are the most frequent and fallacious baits held out to 
excite the cupidity of speculators. The mines are situated in | 
distant places, as Nevada, Alaska, Canada, Mexico, and even i 
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South America. In proportion as they are remote, inaccessible, 
and subterranean they are attractive to the class whom Tacitus 
had in mind when he said: Omne ignotum pro magnifico. 

The New York Stock Exchange does not admit shady enter- 
prises to its list and it forbids advertisements by its members of 
“other than a strictly legitimate business character’’—the gov- 
ernors being the judges of what is legitimate. The curb market 
is under no such limitations. This is an open-air market without 
organization or written rules, where anybody can trade in any- 
thing, but no quotations made on the curb can be published with- 
out the consent of one individual, who exercises authority among 
his fellow-traders by common consent. Without imputing any 
bad designs to this individual it is easy to see that he is not likely 
to know much about the internal affairs of Rawhide Coalition, 
or Guanajuato, and that the mere fact of the admission of those 
and similar devices of the engraver’s art to the trading list of 
the curb ought not to create any presumptions in their favor. 

The committee found that the great bulk of the orders exe- 
cuted on the curb came through members of the stock exchange. 
If the members of the great exchange are allowed to trade in the 
small one directly or indirectly, then persons desiring to specu- 
late on the latter will naturally prefer.to deal with a well-known, 
responsible house rather than with a stranger, whose only roof 
during business hours is a cotton umbrella. So it has come to 
pass that 85 per cent. of the business done on the curb comes 
through members of the stock exchange. Obviously the stock 
exchange holds a club by which the curb can be reduced to order 
since, by merely passing a resolution, it can cut off the bulk of 
its business. An initial step looking to its reformation has 
already been taken. 

The curb was not the only offender in this matter of 
advertising. In 1907 the produce exchange obtained from the 
legislature an amendment to its charter permitting it to deal in 
securities as well as in commodities. It then offered to the public 
some very questionable mining shares in the cobalt district of 
Canada, which were advertised extensively in the class of news- 
papers which are not very scrupulous as to the sources of their 
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income. This movement on the part of an old and respectable 
commercial body called for criticism on the part of the committee, 
and put the advertising evil in a still more glaring light, showing 
that even if the curb were reformed out of existence that kind of 
swindling might still continue. 

The British “Companies Act” forbids the public advertise- 
ment or sale of any securities unless the issuing company has 
been registered in a bureau of the government with information 
regarding the business to be transacted, the names of the officers 
and other persons responsible for the statements of fact, etc. 
Much time was spent by the committee in discussing the advisa- 
bility of adopting the English system, regardless of the fact that 
it would be operative in only one state of the union, and that it 
would serve as an obstacle to all securities, sound and unsound 
alike. Thus, if the Pennsylvania Railroad Company desired to 
issue a new lot of bonds it could advertise and sell them every- 
where except in New York, without the trouble and expense of 
registration. Would it be worth while to give to other markets 
such an advantage over that of New York? The opinion of the 
governors of the stock exchange was sought and was given 
orally, to the effect that it would be unwise to take that risk 
unless the benefits to be derived from registration were prepond- 
erating and reasonably certain. It was their belief, however, 
that a certificate from state officials that a company was registered 
at Albany would be interpreted by the class of investors who are 
most liable to deception, as a certificate of the soundness of the 
securities, in which case the act of registration would do more 
harm than good. The latter consideration prevailed in the 
committee, but recommendations as to advertising were made, 
which, if adopted by the legislature, will add something to the 
responsibilities of greedy and unscrupulous newspapers, while not 
going upon the doubtful ground of a censorship of the press. 

The committee suggested that the stock exchange should adopt 
a rule providing that the governors shall have power to decide 
when a corner exists and to fix a settlement price, so as to relieve 
innocent persons from the injury or ruin which may result there- 
from. The governors of the exchange, when interrogated, did 
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not concur in this suggestion, since it would put a limit on the 
liabilities incurred in short selling, which they were not prepared 
to sanction. 

There is force in this objection, but the probability is that if 
such a rule existed there would never be another corner, since the 
motive for producing it would no longer exist. A corner, in its 
dictionary meaning, is an artificial contrivance designed to pro- 
duce a scarcity. It does not include cases of real scarcity where, 
for example, opposing parties, aiming at control, not scarcity, 
bid up the price of a stock to inordinate figures, as in the North- 
ern Pacific case of 1901. Under the proposal of the committee 
the governors of the stock exchange would decide in every such 
case whether the scarcity was artificial or real, and if artificial 
would fix a settling price. Corners in the stock-market are of 
very rare occurrence. If the proposed rule were adopted, prob- 
ably the governors would never have occasion to take action 
under it. The recommendation of the committee has received the 
approval of so good an authority as the Financial Chronicle. 

Differences of opinion arose in the committee as to the advisa- 
bility of requiring periodical examinations of the books of 
brokers, corresponding to the examinations of national banks, 
with the view of preventing or minimizing failures; also as to 
the rehypothecating of securities of customers bought on margin; 
also as to the incorporation of the stock exchange in order to sub- 
ject it more immediately to state control, etc. In the settlement 
of debatable points the opinion prevailed that methods of doing 
business which had been approved by long experience should 
not be changed arbitrarily or without very good reasons, and that 
in cases where reforms were imperative (as in the reformation 
of the curb market) they should be initiated and carried through 
by the exchanges themselves, or at all events that the opportunity 
to effect such reforms should be given to those agencies before 
other powers were invoked. 


Horace WHITE 
New Yor« 
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The Standard of Living among Workingmen’s Families in New York City. 
By Rosert Coir CHapin. New York: Charities Publication Com- 
mittee, 1909. 8vo, pp. xv+372. $2.00. 

The stages in the making of this book may be summarized briefly. A 
report on Standard of Living, by Frank Tucker, was presented to the New 
Yori:s State Conference of Charities and Corrections in November, 1906, and 
was followed by the appointment of a committee to report on the essentials and 
the cost of a normal standard of living in the cities and towns of the state. 

A generous appropriation from the Russell Sage Foundation was made for 
the prosecution of the investigation and the results were presented in a pre- 
liminary report by Lee K. Frankel in November, 1907. The original schedules 
and tables were then restudied by the secretary, Robert C. Chapin, and his 
detailed analysis forms the body of the present publication. Eight appendices 
including historical and bibliographicai material are by no means the least valu- 
able and satisfactory part of the volume. 

The book bears on the back of its binding the imprint The Standard of 
Living in New York City. The title-page discloses the subject as “The Standard 
of Living among Workingmen’s Families in New York City.” The reader next 
finds that this should read “391 families with incomes varying from $400 to 
$1,600” and further that the main attention is given to “318 families with 
incomes varying from $600 to $1,000.” Even the term “workingmen” is not 
used in a very definite sense. Certainly the picture of a man working in 
overalls for a fixed daily wage becomes rather obscure when it is discovered that 
it must include ordinary civilian’s clothes as well as the attire of a clergyman, 
a teacher, a barber, a bar-tender, a cook, and the uniforms of an elevatorman, 
a policeman, a motorman, a park employee, a turnkey, and a fireman. 

The nationality affords another factor of great diversity, as it includes 
United States, Teutonic nations, Irish, Colored, Bohemian, Russian, Austro- 
Hungarian, Italian, and “others.” 

The reader who has kept up his faith in the possibility of determining the 
“standard of living” as he has pondered over the efforts of Eden, LePlay, Engel, 
Wright, Atwater, Booth, Rowntree, Forman, and More, wonders if he must not 
at last frankly admit that he is chasing a will-o’-the-wisp. But the spell is over 
him and he reads on, not in the least disheartened by the frequent and frank 
avowals that final conclusions cannot be reached on many of the points under 
consideration. The following extracts illustrate this point: “The number of 
cases is too small to warrant very confident assertions on this point” (p. 76); 
“It is not claimed that what is true of these families is true of all families 
similarly situated” (p. 29); “When classified into sub-groups, the numbers are 
often too small to make the average and percentage of any real significance” 
(p. 29); “It is obvious that expenditures for furniture must vary greatly and 
that the averages will be affected by the accidental inclusion or exclusion, in a 
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given group, of families that have had occasion to buy articles of considerable 
value” (p. 200). 

A page and a half on the “Probable Accuracy of the Returns” (pp. 32, 33) 
close with the sentence: “the experience gained in the conduct of the present 
inquiry may perhaps do something toward making the next investigation more 
exact and comprehensive.” 

The objects of expenditure are classed under the heads of housing, car-fare, 
fuel and light, food, clothing, health, insurance, sundry minor items. Diagrams 
and statistical tables are presented with an elaboration which seems as ex- 
haustive as it is interesting. The discussions show a sympathy and a knowledge 
which grip the reader’s attention. Nevertheless one is conscious of an attempt 
pervading the whole painstaking study to make the modern social view of what 
living means conform to outworn economic doctrines, to interpret present-day 
ideals of normal living in static rather than in dynamic terms, to use the even 
now discarded concepts of physical science, rather than the more significant 
ones of biological science. 

A few illustrations may be given. ‘The standard of overcrowding adopted is 
an allowance of less than four rooms to a family or more than one and a half 
persons to a room. Can this standard be accepted as normal rather than usual 
—in other words be a standard at all? Is the term “standard” capable of so 
rigid a definition? What about the size of the rooms, the supply of light and 
air, facilities for cleanliness, conveniences for house-keeping, to say nothing of 
the size of the building and the number of people in it, of width and cleanliness 
of adjacent streets and alleys, of height of neighboring buildings, and the 
perhaps more remote but equally essential factor of nearness to schools and 
parks? If all these other conditions were favorable would not the arbitrary 
measure of room to person disappear as a standard and, if they were lacking, 
would any measure of room to person be seriously considered as adequate 
housing ? 

In a similar way, the conclusion that “families spending at the rate of 
twenty-two cents per man per day were not receiving enough food to maintain 
physical efficiency is quite too arbitrary to use as a so-called “standard.” This 
is admitted by Dr. F. P. Underhill, the special expert in dietetics, who divides 
the data into two classes representing (1) families well nourished, and (2) those 
poorly nourished, using for comparison the older dietary standards which he 
describes as having a range for protein from 100 to 150 grams, of fat from 50 
to 70 grams, of carbo-hydrate from 300 to 600 grams, and a fuel value of from 
2,500 to 7,000 calories—a range of variation which it is difficult to make accord 
with the usual conception of a “standard” or for which to set a fixed cost. Dr. 
Underhill names some of the factors which must be taken into account in determ- 
ining a rational dietary, viz., physical needs, not habits, availability, absorbability, 
economy and management, judicious buying. The conclusion reached is based 
on the prevailing but not-too-well-substantiated views of the amount of nutrients 
needed by a man of seventy kilos’ body weight at moderate muscular work and, 
in the case of family budgets, the dietary needs of the women and children are 
estimated in terms of this man’s need. Yet there seems no particular reason 
why this typical man should serve as a norm. Six food schedules are presented 
in detail, The men in these families are an American truck-driver, an American 
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expressman, a Russian carpenter, an Australian shipping-clerk, an Italian long- 
shoreman, and an Italian printer. There is nothing to indicate whether these 
men are of the size and weight of the typical man of the “standard dietary,” but 
it is quite probable that some of them are smaller. Moreover the amount of 
physical work done by them evidently varies greatly. The diet for an express- 
man and a shipping-clerk, a longshoreman and a printer should be very different 
in amount. 

It see1as worth while to make these criticisms in some detail, as there are 
indications that danger lurks in the path of the social investigator, if he thinks 
wrong living conditions can be measured by an arbitrary and uniform rule or 
that right living conditions may be estimated in the same way. 

It remains now to point out, though with undue and seemingly unappreci- 
ative brevity, the real value and significance of the book. Attempting to express 
terms of living in exact statistical values as a basis, the study throws immense 
light on a large number of living conditions in New York City. The conditions 
which are in general true of these three hundred and ninety-one families are un- 
doubtedly true of tens or even hundreds of thousands more in New York alone. 
Shall the civic spirit of our time tolerate such conditions? Is the matter of 
swelling rents, driving human beings into a kind of housing which should not be 
endured, a subject beyond public control? Are not health conditions, care of 
streets, public markets, education, parks, insurance plans, matters which claim 
consideration in our economic system as much as wages and capital? Let the 
story of the way people live be told over and over again, as this book tells it, 
in statistics, in standards, in pictures, in descriptions, until a new light dawns. 
Then other forces will come into play besides those which the book describes as 
the two jaws of the vise, viz., wages and prices, “which, contracting and relaxing, 
fix the possibilities of human well-being.” The vise may be a fitting figure to use 
in this connection, but it is necessary to realize that back of the vise is the 
man to work it. Human society can control the forces which should serve it in 
living processes as well as in the material world. 

Marion TALBOT 

Tue UNIVERSITY oF CHICAGO 


L’industrie américaine. By ACHILLE VIALLATE. Paris: Felix Alcan, 1908. 
8vo, pp. 492. Fr. 10. 


Professor Viallate has furnished in this volume a useful review of the 
development of American industry, trade, and transportation from the earliest 
period of modern development down to the present. He divides the book into 
three main parts—the first, a historical review dealing with protectionism and 
industrial history from 1789 to 1905; the second, an analysis of conditions of 
work, modes of business organization, methods and routes of transportation, and 
modern modes of finance; the third, a discussion of American export business 
and of projects designed to develop such business, including the upbuilding of 
a merchant marine, the Panama canal, etc. 

There is not much of interest to American readers in the historical portions 
of L’industrie américaine, the ground having been fully covered by writers who 
were closer to the facts and more fully imbued with the atmosphere of our 
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industrial and political life. A good deal more, can, however, be said for the 
discussion of industrial organization and method as well as for the observations 
of M. Viallate upon the present system of commercial and industrial education 
and modes of apprenticeship and training in this country. Here there are some 
shrewd and interesting observations relating to present tendencies, although 
little of much novel interest has been worked out by the author in the way of 
facts or statistical analyses. Especially worthy of criticism is the rather un- 
questioning acceptance of the current cant about the remarkable achievements 
and endowments of American business men and “captains of industry,” as to 
which there is now so much superficial prating and adulation. M. Viallate, 
however, practically recognizes the real facts in the case by tacitly admitting 
that with the wonderful natural resources of the United States and its failure to 
enact restrictive legislation the captains of industry who have piled up the fabulous 
fortunes of today could hardly have gone wrong. M. Viallate, too, has devoted 
himself in this part of his work more largely to description than to critical or 
constructive analysis, so that he should not be held responsible for what he has 
not attempted. 

Considerable interest attaches to the author’s views with reference to the 
growth of American foreign commerce and its possibilities. He is conservative 
throughout, but fully appreciative of the opportunities and prospects of our 
business, both domestic and foreign. Such criticisms as are offered are in good 
temper and are chiefly open to objection as not going sufficiently far—a defect 
which, however, may give them the more force with some classes of readers. In 
the main, while some mistakes have naturally crept into the data employed by 
M. Viallate—indeed could hardly have been avoided in covering so large a field 
from largely secondary sources—the volume is an interesting and satisfactory 
review of American development. It will be of considerable service to foreign 
readers, and may be looked over with profit by Americans who wish to compre- 
hend something of the European attitude toward the main elements of our 
business life. 

H. Parker WILLIS 


The Portland Cement Industry from a Financial Standpoint. By Epwin 
C. Ecxet. New York: Moody’s Magazine, 1908. 8vo, pp. 93. $2.00. 


Few industries in this country have seen such growth in recent years as the 
Portland-cement industry. In 1880 the output was estimated at 42,000 barrels, 
and it had not quite reached 1,000,000 barrels as late as 1895; but after that 
date it increased by leaps and bounds, finally mounting to over 48,000,000 
barrels in 1907. As a result of this rapid growth the business of promoting 
cement manufacturing concerns has been booming, apparently in many cases at 
the expense of the investor, for, according to our author, a study of the cement 
companies organized in the last five years shows that “of every hundred com- 
panies organized not over five will ever pay dividends to the original stock- 
holders sufficient to make a fair interest return on the investment.” This con- 
dition, as he explains, is “not due to any radical wnsoundness in the cement 
industry itself as compared to any other important line of industrial activity, 
but to the unsound manner in which too many of the recent cement projects 
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have been financed and handled.” Moreover, in spite of the fact that in 1907 
the 113 existing plants turned out scarcely one-half their capacity, it was esti- 
mated that there were then in process of promotion an equal number of new 
plants with a relatively higher capitalization. In short, as soon as general 
market conditions are favorable, it is probable that “the people of the United 
States will be asked to furnish between 175 and 200 millions of dollars for 
the purpose of erecting new cement plants, and that much over half of that 
immense total will represent investments of very doubtful value.” It is to 
enable a person to judge of the soundness of such propositions that this book 
has been written. After briefly outlining the past history and present prospects 
of the industry, the author, who evidently knows whereof he speaks, gives a 
clear, specific, and concise statement of the methods of promotion, the points 
to be borne in mind in estimating the value of projects, and the pitfalls to be 
avoided. 


The Church and the Wage-Earners. By C. Bertranp THompson. New 

York: Scribner, 1909. 8vo, pp. xiiit+229. $1.00. 

Another volume trying to solve the problem of the growing gulf between 
the masses of laboring people and the churches of today. After taking up the 
facts and the causes of this separation the author proceeds to discuss the ques- 
tions whether Christianity has a real message for the working-men of today, 
whether there is that in the working-men which will respond to such a message 
when properly presented, and whether the churches can present it in such a way 
that they will respond. Then, going a little aside to discuss the relation of 
Christianity to socialism, he insists that the two are “diametrically opposed in 
method, aims, and spirit.” The general conclusion is that “the churches’ old 
methods and ideas have failed; they must change their methods and ideas to 
conform with the predominant social interests of the day. The churches must 
be thoroughly socialized. If that can be done only at the expense of ‘historical 
continuity’ and the other fetiches of the study, by all means let them go. They 
are worth nothing in comparison with religion. And the ultimate preservation of 
religion depends upon its continued institutionalization.” Then, since humanity 
will not let religion disappear, the question is, “Will the churches of today see 
their present opportunity and grasp it, or will they struggle on fitfully until 
humanity comes to their rescue, but with a new religion of its own?” 


Technisch-volkswirtschaftliche Monographien. Herausgegeben von Pro- 
FEssoR Dr. Lupwic SINzHEIMER. Bde. IIJ-IX. Leipzig: Verlag von 
Dr. W. Klinkhardt, 1908-9. 

The most recent monographs in this interesting series take up, in the order of 
issue, the glass industry (by Dr. Grossmann; pp. 121, M. 3.25); the sulphuric- 
acid manufacture (by Dr. Drosser; pp. 220, M. 4.50); the celluloid industry 
(by Dr. Ertel; pp. 139, M. 3.50); the brick industry (by Dr. Heinemann; pp. 
130, M. 3.50); the wool manufacture (by Dr. Wachs; pp. 135, M. 3); the shoe 
industry (by Dr. Behr; pp. 148, M. 3.50); and paper manufacture (by Dr. 
Schaefer; pp. 284, M. 7). These studies, first taking up the technical develop- 
ment of each industry, and then from a broad point of view examining the 
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effect of this development on economic and social conditions in the industry, 
should help to fill the steadily growing demand for a broader basis of facts in 
our generalizations on such questions as the effect of machinery upon labor, on 
unemployment, or on the scale of production, to mention only a few of the topics 
touched upon. Dr. Sinzheimer is keenly alive to this possibility and under his 
guidance each study has been so carried out as to further this common and 
fundamental purpose which he summarizes in the question: “Is modern technical 
development to be regarded as an advance?” 


The Scottish Staple at Veere. By Jon Davipson AND ALEXANDER GRAY. 
London: Longmans, Green & Co., 1909. Royal 8vo, pp. xiit453. $4.50. 


A most careful, thorough, and scholarly study of an important subject in 
Scotch economic history. Based upon lines projected and partially worked up 
by the late Professor Davidson, it kas been carried to a successful conclusion 
by Mr. Gray. It is largely written from original sources. The first part outlines 
the economic conditions in Scotch foreign trade leading up to the establishment 
of the staple at Veere in 1541. The second part, making up the greater portion 
of the volume, gives a full account of the staple’s history until its end in 1799. 
Part III, devoted to its organization, discusses the nature of the staple, the 
conservator, the factor, and the conciergerie house. In the appendix are to be 
found some of the more important staple contracts, etc. 


Gibson’s Manual, 1909. New York: The Gibson Publishing Co., 1909. 4to, 
pp. 401. $5.00. 

The initial annual number of this financial manual treats of about a hun- 
dred and fifty railroad, industrial, mining, and miscellaneous companies whose 
securities are actively traded in on the New York Stock Exchange. The data 
concerning each include an introductory statement as to organization, earnings, 
dividends, etc.; high and low quotations of securities in recent years by months, 
and for the two last months of 1908 by days; and finally various general 
remarks. Features deserving of special commendation are the large clear type, 
and the frequent diagrams indicating the course of quotations for the chief 
securities since 1900, 


Capital. Volume III, The Process of Capitalist Production as a Whole. By 

Kart Marx. Translated by ErNest UNTERMANN. Chicago: Charles 

H. Kerr & Co., 1909. 8vo, pp. 1048. $2.00. 

At last English readers have availabie a translation of the third volume of 
Marx. Considering the widespread influence of the book, the surprising thing 
is that it should have been so long delayed, in spite of the magnitude and 
difficulty of the undertaking. Taking into account the character of the original 
the task has been carried out fairly well, though at times the rendering seems 
unnecessarily awkward and over-literal. 
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